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EIN:

Gentlernen:

We have considered your application for exemption from Federal incoine
tax as an orjanization descuibed in section 501(c)(3) of the Internal
Kevenue Code of 1954,

Thie information submitted discloses that you ware incorporatced uwnuer

the nonprofit corpuration laws of the State of NN on NN
I . '

Your corporation's purpose is stated in Article 3 of its Articles of
Incorporation. That provision reads as follows.

"3, The public purposes of tha corporation are educational;
to promote public awareness, training, and access to dance
anu other pertormance arts, and to engage in any educational
enterprise rolated to the arts in general.”

Your corporation's purpose and activities are summarized in Form 1023
Part 1IL 3. rhat swmwary reads as followss

" 's sole business

|

at present is the operation of "NNEENENEGEGEGNE"

dance company, a performing company of modern dancers.
I ' activities presently include perform-
ances and demonstration dances. Plannaed activities include
lactures and demonstrations for groups and schools and
classes and workshops both for profassional dauncers,
students, children and other members of the public.

Prasently the dance company is in the rehearsal stage for

a performance scheculed to comuence in or around NN

The company recently completed a dmncs: rusi in I
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In a document headed "Proposed Budiet for Year Endinp NN
you explain wlere your activities will be conducted. That document reads,
in part, as Follows:

"[he company has determined that in I, performances will
bz conducted only in existin: theaters and nightclubs and
not throuzh our own productions

In a2 lecter dated I - requestod additional information about
your application for recoynition of exemption frowm federal incume tax so

that we could determing the nature of vour operatisn, You responded in a

Le' “evr daced _-

e aszked you to atate how olton you axpectad to perforn in nirhtelubs,
You responded as follows

e yrecent, I perforuances are acheduled at a uijghtelub,
o I, iollowe-i by n break, After that, there will be
B shows pger Sunday in Aagugt for a total of — MOTE .
No other nichtelub periorr.‘am.e are scheduled,"

e aswned you to define what you meant by the term "nightelub, You re-
spondaid ag followa:
"le use the term “nichoalab™ in its comuonly .xc.copc:,r
weaning: "a place of ~ntertainmant open at nisht for
eatin,, urintiin,, cte,, often havinge a {loor show"
(‘lobater’a dew Twentieth (ontury Dictionary, Unabrid;~d,
senond £dirion).  Cenerally, the m.,,nt clubs at which we
appear are coursrcial enterprizes,”

E

¢ asked you ii any officer or director of the corporation would Le ewployca
the corporation. »@ osked you to explain the basis of any such
swviividual's compensation. You respanded as follows:

b

“The Board of Directors recently voted to accept I
EEN, vho is tha gacratary of the Board of Directors, J
as the company manager. Her compensation will consist

of M2 of the valua of all har bookings for the company.

The amount waz arrived st by determining the averags

going rate for "agents" or "managers” of dsnce companiss !
in the Area, Thy compeny has struggpied |
for its entire history without a munager, with theater

bookings and productions being conducted by 'the Loy
director/choreographers fmd b ;
that the manager will be’ nbh
burden: from the shonlders o




Section 501(e) of the Internal Revenue Coce of 1954 describes certain

organizations exempt frowm income taw under aection 501(a) and reads, in
part, as follows:

"(3) Corporations, and any community chest, fund, or foundation,
organized and oparatec exclusively for relizious, charitable,
scientific, testiny for public safety, literary, or
educational purposce, or for the prevention of cruelty to
children or animals, no part of the net earnings of which
inures to the banefit of any private sharecholder or
individual, no substantial part of the activitias of which

is carrying on propaganda, or otharwise attempting, to
influeznce legislation, and which does aot participate in,

or intervene In (including the publishing c¢v distributing

of statements), any political campaign on behalf of any
candidate for public office.”

Repss 1.501(c)(3)~1(e) (i) provide that an orranization may not be exenpt

if it has as its primary purpose, the carryinyg on of a trade or businees.
IRC 162 defines the t2rm "trade or business" to iaclude any activity
carried on for the production of income from the sale of goods or perfor~
mance o services.

Rev, fudl. 78-385, 1978-2 C.B. 174 held that income derivad from the sale

of comere Lally sponsored proprams by a nonprofit broadcasting organization
degeribed in INC )O!(r)(3), was income from a trade or business not related
to the oryanization's exampt purpose, "

u
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From the information submitted, it appears that your or-anization will be
prinarily engaged in the sale of eatertainment services to commercial
enterprises. 1t appeara that you intand to operate in a manner similar to
conmercial entities engaged in that business. You have hived a manager
who will be responsible for bookinga. It appears that this action was
directed to a goal of increased income., From the information sutmittad by

yuu, it appears that your primary purpose ia the operation of a trade or
businees.

The payment of dividends by an organization to its ghareholders is inure~
ment. Distributions based on a percentage of profits or gross veceipta

ars similar ia nature to dividends. The officers and directsrs who control
a nongtock corporation are in fact its shareholdars. Your munager is also
a director of your corporations That individual will be paid HHX of the
value of her bookings. 'mou payuau cmzimm inumnt.




You avre required to file Federal income tax returans annually, with your
district director.

Contributions wade to you are not deductible by the donors as charitable
contributions as defined in saction 170(c) of the Cods.,

You have the right to protast this determination if you believe it iz
incorrect. Protaest instructions are contained in Publication 892 enclosed.
1f we do not hear from you within the time specified, this letter will
become our final Jetermination in this macter,

1f you anree to the adverse action shown albove, please sign and raturn one
copy of the enclosed ¥Form 6013, Consent to Proposed Adverse Action, within
ten days of this letter. You should retain a copy for your record.

Sincerely yours,

District Director

Enclosures
Publication 392
rorm 018




